Michizan Departmeant of Treasury
496 (020B)

Auditing Procedures Report

|ssued under P.A, 2 of 1588, as amended and P.A, 71 of 1919, a3 amanded,

Laeal Umit of Gavernment Typa Local Unit Narme County
ClCaunty Ecity COTtwp [village [Tother | City of Orchard Lake Villaga Dakland
Fisgal Year End Cipinion Date Diate Autiit Report Submittad 1o State
June 30, 2007 Dacember 10, 2007 Dacember 10, 2007

We affirm that:

Wa are cerfified public accountants licensed to practice in Michigan.

\We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).

(4]
W O Check each applicable box below. (See instructions for further detail.)

1. B O Al required compenent unitsAfunds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

2. [0 @ There are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assets

(P.A. 275 of 1880) or the local unit has not exceeded its budget for expenditures.

3 1 The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.

4 [1 The local unit has adopted a budget for all required funds.

5. [®E [0 A publichearing on the budget was held in accordance with State statute.

6 [1 The local unit has not viclated the Municipal Finarce Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

7. E [O The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.

8 [0 E Thelocal unit only holds depositsfinvestments that comply with statutory requirements.

9. [ [O Thelocal unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Govemnment in Michigan, as revised (see Appendix H of Bulletin).

10. [0 There are no indications of defalcation, fraud or embezzlement, which came to our attentlon during the course of our audit
that have not been previously comemunicated to the Local Audit and Finance Divigion (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

11. [0 B The local unit is free of repeated comments from previous years.

12. ® [ The auditopinion is UNQUALIFIED.

13. [] The local unit has complied with GASB 34 or GASE 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

14. @ [ The board er council approves all invoices prior to payment as required by charter or statute,

15. ® [J To our knowledge, bank reconciliations that were reviewed were performed timely.

If & local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority andfor commission.

I, the undersigned, cerify that this statement Is complete and aceurate in all respacts.
We have enclosed the following: Enclozed | Not Required (enter a brief jusbfication)

Financial Statements

The letter of Comments and Recommendations

Ohier (Describa) |:|

Cerlified Public Aecountant (Firm Name) Telephone Number

Janz & Knight, P.L.C. 248-546-0666
Straat Addrass City Slate Zip

300 East Long Lake Road, Suite 360 Bloomfield Hills MI 48304

Printed Name License Number

Authorizing GPA Signature
M., M. M John M. Foster 1101016537
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INDEPE ULITOR'S REFORT

Members of the Counel!
City of Orehard Lake Village
Oakland County, Mlchigan

We have auditad the accompanying financial statements of the governmenta| activities, the business-type
activities, each major fund, and the aggragate ramainming fund information of City of Crehard Lake VIllsge, Mighigan,
as of and for the year ended June 30, 2007, which collactively comprige the City's basic financial statements as
listed in the table of contents. These flnancial statements are the responsibility of Clty of Orchard Lake Village,
Michigan, management. Our responsibility is to express opinions on thase Tinamcial =tatements based on our audit.

We conducted our audit in aceordange with auditing standards generally accepted In the United States of
America. Those standards requlre that we plan and perform the audlt te obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basls, evidence
gupperting the amounts and dls¢losurés in the financial statements. An audlt also includew assessing the accounting
principles used and significant estimates made by management, as well as evaluating the averall flnancial statement
presentation. We belleve that our audit provides z reasenable basls for our opinions.

In aur opinion, the financial statements referred to above present fairly, in all material respacts, the
raspective financial position of the geoverhmental activities, the business-type actlvitias, each majer fund, and the
aggregate remaining fund Information of the City eof Orehard Lake Village, Michigan, as of Junme 30, 2007 and the
raspective changes in financial poslitien and cash flows, where applicable, thereof for the vear them ended in
conformity with accounting pringiples generally accepted in the United States of America.

The management's discussion and analysis and budgetary comparison information as |dentified in the table
of contents, are not a required part of the basic financial stataments but are supplementary information required by
accounting pringiples generally accepted in the Unlted States of America. We have applied certain limited progedures,
which consisted principally of ipguiries of management regarding the methods of measurement and presentation of the
requlred supplememtary information. However, wa did not audit the infermation and express no oplnlon an It.

Our audit was conducted for the purpose of forming opinions on the financial statemants that collegtively
comprise the City of Orechard Lake Village, Michigan basic fimanglal statements. The combining and individual nonma]or
fund fimancial statements are presanted for purposes of additional analysis and are net a required part of the basic
financial statemants. The combining and individual nomma)er fumd fimancial statements have been subjected to the
auditing procedures applied in the audlt of the basic financial statements and, In eur gpinien, are fairly stated in
all material respects In relation to the basic financial stateaments taken as 3 whole,

Vary truly yours,

Yo bt i

Certified Publle Ascountants

Bloomfield Hills, Michipan

December 10, 2007
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MANAGEMENT 'S DISCUSSION AND ANALYSIS

The City of Orchard Lake Village's (the City) management's discusszion and analysis iz designed to assist the reader
in focusing on signifieant financial issues, provide an overview of the City's financial activity, identify changes
in the City's firancial positlon {lts ability to address the next and subsequent years' challenges), identify
significant variances from the approved budget, and identlfy Individual fund issues or concerns.

Uzing this Annual Report

The City's annual report consists of a series of financial statements. The 5tatement of Net Assets and the Statament
of Actlvities provide information about the agtlvities of the Gity as a whole and present a longer-term View of the
City's finances. Fund finamcial statements tell how these services wers fimanced in the short-term, as well as what
remaing Tor future spending. Fund flnangial statements also report the Clty's operationg in more detail than
government-wide flnancial sztatements.

Government-Wide Financial Statements

The government-wide flnaneia! statements consist of the Statement of Net Assets and Statement of Activities. They are
deslgnad to be corporate-like in that all governmental and business-type funds are consolidated inte enlumns which
add to a total for the primary government, These statements include all assets amd |labilities Uzing the accrual
basis of accounting. All of the current year's revenues and expenses are also taken inte account regardless of
timing of cash being paid or received.

The City sz g Whole

Net Assets - The City's combined net assets were $16,008,128 at the close of the year ended Juna 30, 2007. This
reprezents an |ngrease of $1,306,4B9 or a 9% increase from a year ago, As we look at governmental activities
geparately from the business-type actlvities, we can see that the governmental activities net assets increased
$333,213. Thls increaze was primarily the result of assets belng capltallzed that will be expensed as depreciation
over thalr ugeful lives and principal pald en lang term debt. The business-type activity had an increase of $973,276
in net assets. A larpe part of thiz increase was from debt charges for sewer constructlen. The revenus from these
charges are recognized in the current year but the east wlll be spread over the |ife of the sewer system as
depreciation.

The follewing table reflects the condensed Statament of Net Assets for the years ended June 30, 2007 and 2006:

Table 1
Statement of Net Asszets

Governmantal Aetivities _Business-Type Activity Tatal
2007 2006 2007 2004 2007 008
ASSETS
Current and other assets  1,B66,268 % 1,872,370 % 3,406,714 £ 3,718,558 § 5,272,932 % 5,590,928
Capital assets, net 6,056,332 6,145,128 _16,3B6,365 _16,812 8405 22 &42 597 _23 957 033
Totel assets $.8,122 800 5 B8.017,496 $19,792,979 £20,531.363 H27,.915. 579 $28,548, 881
LIABILITIES AND NET ASSETS
Current and other liabilities $ 202 351 § 260,462 % 66,3756 § 140,732 $ 258,726 § 401,194
Long tarm debt ocutstanding 1,505, 000 2, 165, 000 9,643 725 11,261,028 11,548,725 _13.448 028
Tatal llabilltles $ 2,197,351 § 2,425,482 $ 9,710,100 511,421,760 §11.907,451 §13,847, 202
Net assets:
Invested In capltal assets, net of
related debt 4,351,332 3,960,128 6,825,242 5,630,083 11,176,574 9,610,211
Restrlcted 168,153 2¢1,233 252,07 238, 591 420,224 489, 784
Unrestricted 1,405 784 1,350,675 3,005,566 3,240.968% 4,411,330 4,591,644
Total net assets § 5,995 240 $ 5 502 038 $10,082 878 % 9,109.603 $16,008.128 $14.701.639
Total liavilities and net assets £ 8,122 600 £ 8,017,499 $19.792,079 $P0 531,368 $27.815. 579 526,548,061
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Untestricted net assets are net assets that can be used to Tinence day te day operations. HRestricted net assets of
the City totaled $420,224. These nat assets hava |Imltations on their use that were imposed by restrictions such as
emabting leglslation, grant or bond covenants. The investment In capltal assets represents the Gity's capital assets
that provide services to ¢itlzens; accordingly, these assets are not avallable for future spending.

The following table shows the changes in net assets for the years ended Jume 30, 2007 and 2006:

Table 2
Changes in Net Assets

Governmental Activities Business-Type Activiiy Tatal
2007 2006 2007 2006 2007 2006
Program ravenua:
Charges for serviges & 210,819 $ 281,756 % 1,022,922 5 BOT 060 £ 1,233,740 & 1,278,856
Operating grants and ceniributions 160, 941 170,524 160,941 170,524
Gapital grants and contrlbutlons 4,744 7,188 359,429 351,046 374,183 358, 244
Gemeral revenue:
Froparty taxes 2,317,697 2,115,381 1,151,064 1,122,263 3,468,761 3,235,644
State shared revenue 177,108 179,047 177,108 178,847
Intarast income 126,220 104,890 201,079 180,392 327,299 285,282
Franchise fees 43,635 38,841 43,635 38,841
Sale of fixed asseis 3,808 1577 3, BOB 1,577
Tata! revenue % 3,044,969 £ 2,808,054 % 2,744,604 & 2,B50,761 & 5,789,473 % 5,548,815
Frogram expenges:
Genaral government 479,012 447,506 478,012 447,508
Public safety 1,388,136 1,323,330 1,388,136 1,823,330
Public works 599,783 552 B&7 599,783 552,837
Commun !ty and economic development 19,6488 30,117 19,609 0,117
Health and welfare 2,000 g,000 2,000 8,000
Culture and regcreation 130,344 131,354 130,314 131,354
|mterest on fong term debt a2, 812 102,374 B2, 812 102,374
Sewer and water 1,771,228 1,841.616 1,771,828 __ 1,841, 016
Total program axpensss &2 711,756 $ 2,508 818 $1,771.278 % 1,841.016 § 4,462 984 436,534
Inereasa In net assets § 333,213 $ 202,538 § 973,276 & BO9, V46 $ 1,306,489 § 1,112,283
Net assets - beginning of year 5 592, 038 5,269 498 9 108 €03 8,259 B5B 14,701,839 13,589 356
Net assets - end of yeur 5,975 249 4 5. 502 D36 510,082 879 § 8,109 603 $16,008,128 &14.701 639

Az shown in the above table total revenues were approximately $5.8 million, of which S0% was ebtained from property
taxes, 21% for fees charged for servieces and 3% for state shared revenuas Total expenses were approximately 54.5
million, of which 31% was for public safety, 13% far publle works and 40% for sewer and water.

Business Type Activities

The Gity's businass-type activities consists of the Sewar and Water Fund. The City provides sewer and water service
to approximately 900 water units and approximately 1,400 sewer units,

The City Funds

The analysls of the City's major funds begins on page 9, follewing the government-wide financial statements. The fund
financial statements provide detail infermatlen about the most significamt funds, not the City as a whole. The Gity
Gouncil| ¢reates funds to help manage money for specific purposes as well as to show agcountabillty for certain
activities, such as special property tax millages. The City's major funds for 2007 Include the General Fund, Majar
Road Fund, Local Aeoad Fund, and the Debt Service Fund.

The Genera! Fund is the mein operating fund of the City. Total revenues for the year were approximately $2,280,600.
0% this revenus, B1% was from property taxes, and 8% waz from state sources. Total expendituras for the year were
approximately $2,002,300. 0f these expandltures, 44% was for public safety, 14% was for public works, and 17% was for
genaral govermment. At June 30, 2007 the unreserved fund balanes of $1,010,271 represented 48% of the total General
Fund expenditures for the year.

.



JANZ B KNIGHT, PLC. - CERTIFIED PUBLIC AGCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

Jume 30, 2007

Tha City Funds (eontinued)

The Major HAoad Fund accounts for the repairs, maintenance and construction of all City major streets. The fund
balance of this fund at June 30, 2007 was $23,5998.

The Local Road Fund accounts for repalrs, malntemange and canstruction of all City local streets, The fund balance of
this fund at June 30, 2007 was $122,054

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general long-term
dabt princlpal, interest and ralated costs. The fund balance of thiz fund at June 30, 2007 was $2,314.

General Fund Budgetary Highllghts

Over the courge of the year, the City Council amended the budget to take into account events during the vear. Cable
T.V. revenue, fines and tax penalties were amended to reflect Increazes. Restrlicted szanctuary contributions and
related expendltures ware amended to reflect an increase in conmtributions. Green Vigion revenye and related
expenditures were decreased 1o reflect reduced activity. Interest on investments was increased to reflect rising
interest rates. The salaries Tor the public works departments were amended to reflest the reallocation of building
efflelal wages. Operating transfars out were amended to reflect Increases subsidizing costs of the read fonds and
building fund. Retirement plan expenditures ware amended to reflect an increase in employer contribution rates.

Total reveanues ware approximatel|y $4,100 above budgeted amounts. Total expendltures were approximately 546,700 below
budgeted amounts.

Capital Asset and Debt Administration

At the end of Junes 30, 2007, the City had $22 642,597 invested in a broad ranmga of capital assets (net of agcumulated
depreciation), ingluding buildings, equipment, roads, and sewer and water |ines.

Major expenditures for g¢apital assets during the vear included the fol lowing:
1. HRoad Improvements - $168,842;
2. Pollge vehicle - $1%,750;
3. Bullding impravement - $10,694,

Lang-Tarm Dabt

The City's total indebtedness at Juns 30, 2007 was $71,548,728 (net of compensated abzencez). The City maintains an
"AA-" rating from Standard & Poor's, Additional information on the Gity's long-term debt can be found in Note F.

Economic Factors and Next Year's Budhets and Rates

The City's 2008 budget was preparad using various econamic factors as Tol [ows:
Revenues:

Property tax rates for 2008 are as follows:
2006 2007
Mills Mills
Levied Levied

Oparatlons:
General operations 4.48 4.48
Library 0.30 0.30
Debt service:
Wataer 0.683 0.82
Sewer 2.190 2.30
Sanctuary 0.973 0.96

Property tax revenues are expected to ingrease glightly. This is the result of expected Increases In taxable value
within the City. State shared revenues are expected to decrease alightly due fo economic conditions in the State of
Michigan. The building department permit revenUe is expected to be slightly higher than last vyear, but still
signlfleantly less than previous vears due to the economle condltions im Michigan.

-5-
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Expenditures

Payrol| expenditures are expectad to Increase to reflect approved wage increases, Employes beneflts (health
insuranee) are expected to increase to reflect premium increases. The Gity has approved a transfer for retiree health
insurance, recognizing the City's future ligbl|ity. Garage maintenance is expected to inc¢rease to refleect necessary
improvemants .

The 2008 General Fund budget (s balanced. The projected General Fund fund balance at June 30, 2008 iz approximately
$1,042,779 which represents approximated 45% of the General Fund expenditures for the year.

Bequest for information

This fimanclal report is intended to provide citizens, taxpavers, custemers, and investors with a general overview of
the City's finances and to show the City's accountabllity for the mongy it recalves. | you have any questions or
concerns about this report or need additional information, ¢ontact the Gity Office, at the City of Orchard Lake
Village, 3955 Orchard Lake Hoad, Orchard Lake, Wlechigan 48323,
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ABSETS

Cash and cash equlvalants .
|nvestments .
Aegeivebles:

Trade . . . C .

Special assessments .

Interest. .

Other e e e
Prepaid expanzes. . . . . .
Pue from pther govearnments.
Capital aszats, net:

Depreclable |

Non=-depreciable .

Bond lssuance costz, net.

Total asszets.

LIABILITLIES AND NET ASSETS

Liabilities:

CITY OF DORCHARD LAKE VILLAGE, MICHIGAN

Accounts pavable and other liabilities.

Accrued intarest. .
Dua to other governments.
Internal balancea . .
Compenzated abszances.
Nongurrent Lliabilltlas:

Due within one year .

Dua In mare than cne year .

Total liabilltles .

Net assats:

JUNE 30, 2007

Invested in capital assetz, net of raelated debt .

Restricted for.
Major and focel roads .
Building Department . .
Q5LA. . A
Othar .

Unreztrictad.

Total net aszeta.

Total [lablllties and net

agzets.

STATEMENT OF NET ASSETS

Governmental Business-type
Activities Activity Total
$ 1,132,893 % 857,699 £ 1,990,582
662,179 518,505 1,180,684
456,104 456,104
1,280,535 1,260,535
24,800 24 8OO
18,218 18,218
24,491 24,491
28,487 208, 369 234,856
1,102,198 16,386,265 17,488,463
5,154,134 5,154,134
82,702 82,702
._% 8,123,600 § 19,792,979 5 27,915,579
i €1,742 & 3,624 & 65,366
13,414 58,812 71,726
22 529 22,529
(4,439} 4,439
189,105 189,105
295,000 1,432,660 1,727,660
1,810,000 8,211,065 9,821,065
2,197,381 5 0,710,100 % 11,807,451
4,851,332 4,825,242 11,176,574
146,052 146,082
8,822 8,822
262 262
13,017 252 071 265,088
1,405,764 2,005,566 4,411,330
$ 5,925,249 ¥ 10,082,870 % 16,008,128
$§ 8,122,600 § 18,792,979 3 27,915,579

The attached notes are an integral part of the financial statements,
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CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN

STATEMENT OF ACTIVITIES

Far the Year Ended June 30, 2007

Program Revenues

Charges for

Funetiona/Programs Expansas Services

Oparating
Grants and
Contributfions

Capital
Granta and
Contributions

JAaMz & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

Primary government
Gavernmental activitles:

General government . Y 479,012 3 §,084 % 1,200 & 3,582
Public safety. . . . . . . . . . . . . . .. 1,388,136 167,591 1,847 1,162
Communiiy and economic develepment . . . . . . 19,699
Public works . .o 599,783 34,142 149,869
Health and wetfare . 2,000 2,000
Culture and recreation . 130,314 6,026
Interest on leng term debt . 92 B12
Total govermmentel esctivities. . . . . , § 2,711,758 & 210,817 ] 160, 941 $ 4,744
Business-type activity:
Watar and sewer fund .. 1,771,228 1,028, 922 389,439
Total primary govermment . . . . . . . . $ 4,482 984 $ 1,233,738 5 160, 941 5 a74,182
Ganaral revanuas:
Froperty taxes., .
State shared revenues .
Intarest incoma .
Franchize fees. G e
Spacial item - =mle of fixed mssets .
Teotal general revenues and spegial items.

Changes in net assets .

Nat azzats = July 1, 2006 .

Net dzsets - June 30, 2007.

The attached notes are an integral part of the financial statements.
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Nat (Expense) Revenue and
Changes in Net Aszsets

Governmental Bus I ness=type

Actlvitlas Activity Total
$ (485,146) § : {465,148)
(1,217,536) {1,217,5386)
(19,600} (19,699)
(415,772) {415,772)
(124,289) (124,289)
(92 ,812) (92,812)
$ (2,835,2583) % i (2,335,253)
{378, 867) (378, 867)

§ (2,285,2583) & (378,867) & (2,714,120)

2,317,697 1,151,064 3,468,761
177,106 177,106
126,220 201,079 327,299
43,635 43,635

3,808 2,808

% 2,8BE, 466 § 1,352,143 % 4,020,609

k7 333,213 ¥ 973,276 $ 1,306,489

5,582,036 2,109,603 14,701,639

L 5,025,249 5 10,082,879 $ 16,008,128
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GITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2007

Major Local Debt
Read Road Sarvice
General Fund Fund Fund
AZEETS
Cash and cash equivalents. ., . . , . . , . ... ... & 6€38,019 34,389 132,819 2,878
Investmants. . . . . . _ . . L L oL L L Lo L, 351,508
Receivables:
Other. . . . . . o o o v e e e e e e e 18,218
Prepaid @4penses . . . .« + & v+ x4 0 0 a4 18,451
Pue from other funds . . . . . . . . . . . . .. .. 30,579 6,429 B2
Due from other governments . . . . . . . . . . . . .. 27,958 401
Total assets . . . . . . . ... . . ... ._§ 1085855 34,300 139, 248 2,761
LIABILITIES AND FUND BALANCES
Liabilitles:
Accounts paysble gnd other liabilities . . . ., . . . § 42 582 2,942 12,245 447
Due to other funds . . . . . . . . . . . . . . . .. 103 7,449 4, 249
Dus to other govarmments . . . . . . . . . . . . . . 391
Tatal liabilities. . . . . . . .. . . ... 8 43,076 10,381 17,154 447
Fund balances:
Reserved:
Debt service . e e e e e e e e e e e e 2,814
Other. . . . . . . . .« v e e e e e e e 32,508
Unreserved, reported in:
General Fund . . . . . . . . . . . o . . o L. L. 1,010,271
Special Ravenus Funds. 23,998 122,084
Total fund balance=. . . . . . . . . . . . . § 1,042,778 23,998 122,054 2,314
Total llabilities and fund balanges. . . . . § 1,085,855 34,388 139, 245 2,761

The attached notes are an integral part of the flnancial statements.
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Nen=Major Total
Governmental Governmental
Funds Funds
g 245,521 & 1,103,026

203,452 555,048
18,218

5,000 24,4

29 37,111

134 28, 487

$ 504,128 § 1,766,381
& 3 58,916
21,249 33,080
22,138 22,529

L3 43,387 & 114,495
2,314

5,000 47,508
1,010,271

455,741 B01,793

5 460,741 § 1,651,886
] 504,128 $ 1,766,381




JANZ & KNIGHT, P.L.c. - CERTIFIED PUPLIC ACCOUNTANTS

GITY OF QRCHARD LAKE VILLAGE, MICHIGAN

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO WET ASSETS OF GOVERNMENTAL ACTIVITIES

June 30, 2007

Total governmental fund balances.

Amounts reported for governmental activities in the
statement of net assets are different because;

Capital assets used in government activities are not financial
resourcez, and are not reported in the governmental funds:

Governmantal capltal assets . . . . . . . 0 0 0 0 0 e e e e e s $ 6,702,500

Less accumulated depregiation ., . . . . . . . . . . . . o L. oL (496,104)

Leng=term liabilities, including compensated absences, are not
due and payable in the current period and are not reported in
the funde including related accrued interest.

Internal| servige fundas are used by management to charge the costs
of certain activities to indlvidual funds. Tha aszatz and
liabilitlas af Internal service funds are included in the
statement of net assets .

Net maszets of governmental actlvities .

The attached notes are an jntegral part of the financial siatements.
=10=
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Janz & HMIGHT, p.Lc. - CGERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVEANMENTAL FUNDS

For the Year Ended June 30, 2007

Me jor Local Debt
Read Road Service
General Fund Fund Fund
Revenues:
Taxas . . . e e e e e e e . - % 1,882,907 % 254,119
Licenges and parmlts 47 823
Faderal sources . 3,000
State sourcas . . 182, 535 g2,804 64,066
Charges for services, 28,6385
Fines and forfeiiures . 59,677
Imterest and rents. 87,281 1,089 5,086 3,135
Othar . 18,733
Total revenusas, . . . . . . . . - - - . .. & 2,280,591 $ 82,893 &9,1861 57 254
Expenditures:
Current:
General government. 360,473
Publie zafaty . . . 913,238
Community and ecunnmlc davmlopment. 18,777
Public warks. . . P84, GBE 46,718 248,364
Health and welfare.
Culture and recreation. 16,337
Other . . . 493,809
Gapital outlay. 4,950
Debt servige:
Pringigal paymsants. . . 280,000
Intereat and flscal chargea - 84,6448
Total expenditures. . . . . . . . . . . . . & 2,002,278 & 46,718 248, 364 254,643
Excess of revenuss over (under)
expendltures. . . . . . - . . . . ... % 188,319 5 37,175 (179,203) 2,611
Other financing sources (Uuses):
Operating transfers in. 2,300 9,560 125,000
Operating transfers out . (124, 800) (25,000)
Total ather finanging sources (uses). . . . & (122,500) & (15,450) 125,000
Exeess of revenusz and ather seurces over
(under) expendlturas amd other uses . . . § 65,819 b 21,725 (54,203) 2,611
Fund balance - July 1, 2006 . 276, 860 2,273 176,267 (297)
Fund balarca = June 30, 2007. . . . . . . . . . . . . & 1,042,770 ] 23,898 122,054 2,314

The attached notes are an integral part of the financlal statements.
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Non-Major Total
Gavernmental Governmental
Funds Fundz
5 110,671 % 2,317,697

74,566 122,379
2,000 5,000
329,404
28,835
1,822 B1,289
23,887 120,488
28 743 54,476
$ 248,470 § 3,039,378
360,473
131,132 1,044,370
18,777
51,523 Ea31,203
2,000 2,000
110,671 127,008
493 809
4,950
260,000
94,643
% 205,326 5 4,087,323
5 (46,847) % 2,086
50,250 187,100

(&7 ,300) (187,100}

5 12,950 %

5 (23,897) & 2,056
484, 638 1,649,831
) A60, 741 § 1,651,886




JANZ & KMIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

REGCONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Fer the Year Ended Juns 20, 2007

Net change in fund balancas = total governmental fund,

Amounts reparted for govermnmental actlvitias in the
statement of activitles are dlfferent because:

Governmental funds report capltal autlays az expenditures;
in the statement of activities, these costs ard allocated

over thair estimated useful |ives az depreciation:

Expandltures for capltal assets. . . . . . ., . . . . ., ., .., % 187,953

Gurrent year depraclatlon. . . . . . . . . . . . . . . ..., (54,122)

Speclal azsezsment ravenues are recorded in the statement of
actlvitles when the azsezsmant |s set; they are not reported
in the funds until cellected or collectible withln 60 days
of year and.

Repaymant of bond principal is an expeanditure in the governmentgl
funds, but not in the statement of astlvities {whars it
reduces long-term debt).

Agcrued interest iz regorded in the statement of activities.

Increase in accumdlated employee vacagtion and sick pay are
racorded whan earned in the statement of activity.

Internal service fund actlvity [s not reported as part of
governmental funds, transactions with organlzationa outslde

governmental funds are included in the statement of activities .

Change In net assets of governmantal activities.

The attached notes are an integral part of the fipancial statements.
—{2-
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133,831

(5,963)

260, 000

1,831

{22,350)

(36, 192)
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JAaNZ & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN

STATEMENT OF NET ASSFTS
PROPAIETARY FUNDS

JUNE 30, 2007

—iin

Buginesa-type Governmental
Actlvity- Activity-
Water and Sawzr Internal Service
Fund Fund
ABSETS
Current assets:
Cash and cash equivalents. B57,6049 5 29 867
Inveatmants. 518,505 107,131
Regmivables:
Trade., . . . . .« . . 456,104
Special mssessments. . 83,000
Interest . . . - . . 24,800
Due from ether funds . 1,969
Due Trom pther governments . 206,369
Total surrent mazets . 2,146,477 & 138,967
Nencurrent assaeis:
Receivable - special assessments . 1,177,535
Capital assets, net. 16,386,265 49, 836
Total noncurrent assets. 17,563 ,B00 5 49, 936
Qther mzsats:
Bond |ssuance costs, net . B2, 708
Total assets . 19,792,979 & 188,903
LIABILITIES AND NET ASBETE
Gurrent |iabilities:
Accounts paveble and other liablllties . 3,624 & 2,028
Accrued interest . . 58,312
Pue to other funds . . . . . . . . 4,438 1,591
Currant portion of long term debt. 1,432,660
Total current liablllties. 1,489,035 5 4,417
Nencurrent 1lablilities:
Bond payable . 8,211,085
Total liabilities. 9,710,100 L3 4,417
Net a=sets:
Investad in capital assets, net of related debt. 6,825,242 43,936
fastricted for Improvements. 252,071
Unrestricted . . . 3,005,566 134,550
Total net assets . 10,082,879 & 184,486
Total liabilltles and nat assets . 5 188,803

19,792,978

The attached netes are an Integral part of the financlal statements.
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JaNz & KMIGHT, PLc, - CERTIFIED PUuBLIC ASCSOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, WICHIGAN

STATEMENT OF REVENUES, EXFENSES, AND CHANGES IN NET ASSETS

Operating revehue:
Water and sawar zales.
Water and zewsr pehaltles.
Permit fees - operating. .
Water meter maintenancea = oparating.
Equipment rental
Mizeel laneous |ncome |

Tetal operating revenue.

Operating expenses:
Saleries and banaflts,
Payroll taxes., . . . . .
Repalrs and malntenance.
Utilities.
Gaz =nd oil.
Tires. P
Parts and supplles .
Insurance, o e e e e
Cogst of water and sawer treaatment.
Weter installatlon costs .
Sawar Inspection costs .
Water transmigsion . .
Sewer sysiem maintenance .
Sewer pump stetion maintenance .
Water meintenance zervice. .
General & adminiatrative axpanzas.
Depreciation and amortlzation.
Profesziohal fees.
Miscal laneous.

Toial gperating expshzes .
Oparating income (loss).

Nonoperating revenues (expenses).
Property taxes . . . . . . .
Capital charges.

Intergst incomes.

Debt service charge.
Interast expense .
Mlseellaneous ingome .
Gain on sale of assets .
Reserve for operatlons .

PROPRIETARY FUNDE

Fer the Year Ended June 30, 2007

‘Total nonoperating revenuss (expahses) .

Change In net assets |

Net assets - July 1, 2006.

Net assets - June 30, 2007 .

Business-type Governmental
Activity- Activity=
Water and Sewer Internal Zervice
Fund Fund

5 888 012 3
11,200
12,338
11,791
94,707
2,583
§ 1,022,522 3 a4, 707
23,742
1,818
23,518
4,227
22 569
1,805
14,997
6,800
629,740
5,400
8032
29,631
13,070
75,470
10,933
94,975
442 145 42,378
4,615 800
5,263
% 1,322,145 & 142, 452
¥ (289,223) § (47 ,745)
1,151,064
21,628
201,079 & 583
247,811
(428, 630)
1,162
3,808
(20,453)
3 1,272,499 ] 11,553
$ 978, 276 & (36,192)
9,108,803 220,678
5 10,082,879 & 184, 486

The attached notes are an integral part of the financial statements.
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Jamz 8t KNMIGHT, P.L.G. - CERTIFIED PUBLIC ACCOUNTANKTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF CASH FLOWS
FROPR[ETARY FUNDS

Fer the Year Ended June 30, 2007

Buziness-typa Governmental
Actlvity Activity-
Water and Sewer Internal Service
Fund Fund
Cash flows from oparating astivitiea!
Regeipts from customera . 3 021,730 5 97,401
Payments to employess . (23,742)
Payments to suppliers . (945,801) {(77,949)
Mot cash provided (used) by operating activities . . . . . . . . .. & (24,071) & (4,290)
Cesh flows from capital and related financing actlvities:
Gollection of custemer capitzl charges. 21,628
Collection of spesial assessment charges, 121,287
Gollectlon of property ‘taxes. 1,188,239
Col lectlon of debt service charge . 347 811
Purchaze of {ixed assets. . (19,750}
Progesds from sale of capital assets. 3,808
Miscel lanesous inceme, 1,162
Prinelpal paid on gapital debt (1,637,308)
Interest paid on capital debt . (438,360)
Remerve for operdtions. {20,453)
Net cash provided {usad) by capital ahd related financing actlvities 3 (453,141) § (14,780}
Cash flows from investing activitiea:
Proceeds from sales and maturltles of invesiments . &,434,182 521,000
Purshase of investments . . (4,822 ,547) (523, 209)
Realized and unrealized gain on sala of Investments . (51,413)
Intereat income . 204,275 2,351
Net cash provided (usad) by Investing activities . . . . . . . . . . 5 764,451 ] 142
Net increage (decraaze) In cash and cash equivalents . . . . . . . . & 237,238 5 (18,928)
Gash and cash equivalents - July 1, 2006, 570,460 48,795
Cash and cath equivalents - Junme 30, 2007 . . . . . . . . . . . . ... . ._8 857,690 8 29,867
Heconel liation of operating Inceme (loss) to net cash provided
{used) by operating actlvities:
Operating imeome {1033} . . . . . « o o 0 0w e oo oo e $ (299,223) & (47 ,7458)
Adjustments to reconcile net ihcema (less) to net cash provided
by gperating activities:
Depreciatlon and amortization . 442 145 42 578
Changes In assets and liabilltles:
{Increase) decrease ln receivables. . (40,310)
{Increaze) decroase in due fram othar funds . 1,883
(Increase) decrease in due from other governments . . (60,882)
Increase (decrease) in accounts payable and other I|ab|I1t|as . (65,801) (1,817)
Increase (decrease) in due to other funds . at1
Net cash provided (used) by operating activities. . . . . . . . . % (24,071) & (4,200)

The attachad notes are an integral part of the financlal statements.
={B=



JAMzZ B KMIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

GITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF ASSETS AND LIABILITIES
AGENGCY FUNDS

JUNE 30, 2007

ASSETS

Cash and cash equivalents,

Total assets .

LIABILITIES

Deposits payable and other fiablilities .

Total liabilities.

The attached notes are an integral part of the financial statements.
A=

Agency
Funds

76,212

76,212

76,212

76,212




JAaNz & KNIGHT, PLC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

Juna 30, 2007

NOTE A - Summary of Significani_Accoupting Policies

The aceounting policies of the Clty of Orehard Lake Village (the “City"} ¢onform to asesunting principles
genarally accepted in the United States of America (GAAP) as applicable to governmental umits. The
following is 2 summary of tha slgn!{icant accounting peolicies used by the Glty of Orchard Lake Village.

Reporting Entity

The City of Orchard Lake Village [s governed by an elegted seven-mémber Council. The agcompany ing
financlal statements present the City and its component units, entities for which the Clty ls censidered
to be financial ly accountable.

Goyernment-Wide and Fund Financial 3tatements

The govarmment-wide financial statements (i.e., the statement of net assets and the statement of changes
in net agwets) report Information on all of the ronfiduclary activities of the primary government. Faor
the most part, the effect of interfund activity has been removed from these statements. Goverrmental
astivities, normally supported by taxes and imtergovernmental revenues, are reported separately from
business-type activities which rely to a slgnificant extent on fees and charpges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expanses are those that are clearly ldentifiable with a
gspecific function or segmert. Program reverues include: (1) charges te customers or applicants who
purchasze, use, or directly benefit from goods, serviess, or privileges provided by a glven function or
segment; and (2) grants znd contrlbutions that are restricted to meetlng the operational or capltal
requiremasts of a particular function or segment. Taxes and other iteme rot properly Included ameng
program revenues are reported Instead as general revenua,

Separate flnanclal statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latter are exeluded from the government-wide flnanclal statements. Major individual
governmental funds and major individual enterprisa funds are reported as separate columns in the fund
financial statements.

Meazurement Focus i f Aceounting and Financial Statement ion

The government-wide financial statements are reported using the economic resources measurement focus and
the acerual basls of accounting, as are the proprietary fund and Tlduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are
levied. Grants and simllar items are recognized az revenue as soon as all eligibility requirementz
imposed by The providad have bean met.

Goverpmental fund financlal statements are reported uszing the gurrent financial resources measurement
focus and the modified acerual hasis of accounting. Revenue i5 recognized as sobn as it is both
measurable amd avallable. Ravenus is considered to be available if It Is collected within the current
peried or soon enough thereafter to pay liablilties of the current period. For thiz purposs, the
government conslders revenues to be available iT they are collegted within 60 days of the and of the
current period. Expenditures generally are recorded when a liabll[ty is Incurred, as under accrual
accounting. However, debt service expendltures, expenditures relating to compensated absences, and ctaims
and judgments are recorded only when payment is due.

Revehues are recognized in the accounting period in which they become suse¢eptlble te accrual--that is,
when they become both measurable and avallable to flnance expendituras of the period. Property taxes,
state-shared revenue, interest, reimbursement grantz, anmd charges for services are considered to be
susceptlble to acecrual amd so have been recognized @ revenus of the currant period. All other revenue
items are congiderad to be available only whan cash is received by the government.

All praprletary funds are accounted for using the =aceorual basig of acceunting. Their revenues are
recognized when they are esarnad, and their expenses ara recognized when they are ingurred.

Private-zsector standards of accounting ifssued prior to Degember 1, 198%, are generally followed in both
the government-wide and proprietary furd financla! statements to the extent that those standards do net
confllet with the standards of the Governmantal Accounting Standards Board. The govarnmant has elactad
not to fallow private-sector standards issued after November 30, 1988 for its business-type activities.

Amounts reported as program revenue include: (1) ¢harges to customers or applicants for goods, services
or privileges provided; (2) cperating grants and contributions; and (3) capital grants and eomtributiens,
including special assessments. Internally dedlecated rescurces are reported as general revenue rather than
as program revenue. Likewise, general revenue includez all taxes,

17-



JANZ & KMIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

GITY OF ORCHAAD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGCIAL STATEMENTS (CONTINUED)
June 30, 2007

NOTE A - SBummary of Slgnifleant Accounting Policies (continded)
Governmenta| Funds
The Gity reports the follewlng major governmental funds:
General Fund

The General Fund is the government's primary operating fund, It accounts for all fTinancial resources
of the general government, exeept those regulred to be account for in another fund.

Major Road Fund

The Major Road Furd accounts for the econstruction, mainteénance, and repairs of all strests classifiad
as "majar roads" within the City. Financing is provided primarily by State-ghared gas and weight taxes
and local contributions. The fund is operated under the provislens of Michigan's Act 51 of the Publlc
Acts of 1951, as amended.

Local_Read Fund

The Local Road Fund accoumts for the construction, mainterance, and repairs of all streets classifled
as "local roads" within the City. Financing is provided primarily by State-shared gas and weight taxes
and local contributioms. The fund is operated under tha provislons of Michigan's Aet 51 of the Public
Acts of 1951, as amended.

Debt Sarvice Funds

Debt Service Funds are used to aceount for the accumulation of resources for, and the payment of,
general long-term dabt principal, interest, and ralated costs.

Additlenally, the City reports the following Tund types:

Special Ravenus Funds

Epecial Aevemus Funds are used to account for tha proceeds of specific revenua sources (other than
expendable trusts or major capltal projects) that are legally restricted to expenditures for
specified purposes.

Gapital Projacts Funds

Capital Prolects Funds are used to account for flnancial rescurces to be used for the acguisitien
or construction of major capltal facilities (other than those finanmced by Proprietary Funds and
Trust funds).

Propriety Fund

The Gity reports the following major proprietary fund:
Water and Sewer Fund

The Water and Sewer Fund accounts for the operation, maintemange and distribution of the water and
sewage systems adminlstered by Oakland County.

Proprietary funds dlstinguish operating revenus and expenses from nonoperating ltems. Operating
revenue and expenses general||y result frem providing serviess in eonnection with a proprietary fund's
principal ongoing oparatlons. The principal operating revenue of the Water and Sewer Fund relates 1o
charges to customers for sales and services. The Water and Sewar Fund recognized the portlon of tap
fees intended to recover current costs (e.y., labor and materials to hook up new customers) as
nonoperating revenue. The portion Intended to recover the cost of the infrastructure ig recognlzed as
nonoperating revenus. Operating expenses for proprietary funds include the costs of sales and
services, administrative expenses, and depreciation on capital assets. All revenue and expenses not
meeting this definition are reported as noncperating revenua and expenses.

1 rvica Fund
The City's only internal service fund is the Motor Pool Fund. This fund accounts for the costs of

malntalning automobiles and equipment used by various City departmants. Costs are billed to the
departments for labor and materials.

=1G=



Janz & KNIGHT, P.L.C. - GERTIFIED PuBLiC AGCOUNTANTS

NOTE A -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2007

r ignifi j igi rt i B
jar n
Agenecy Funds

Agency Funds are used to account for assets held by the City as an agent for [ndividuals, private
organizations, other governments and/er eother funds. The funds are custodial in nature (assets equal
liabifities) and do not involve measurement of results of eparations.

Property Taxes

The City is a Home Rule City with a fiscal vear beginning July 1 and ending June 30. Summer property
taxes are levied on July 1 and beccme a lien on that date. Summer property taxes are payable between
July 1 and September 1, wlithout penalty. Summer taxes paid between September 2 and February 28 are
subject to a 4% penalty plus a 1% penalty for each month delinquent.  Summer real property taxes
delinguent after February 28 are purchazed by Qakland Coumty from the City. Winter property taxes are
lavied on December 1 and become a lien on that date. Winter property taxes are payable between December
1 and February 14 without penalty. Winter taxes paid betwsen February 15 and February 28 are subject to
a 4% peanalty. Winter real property taxes delinquent after Fabruary 28 are purchased by Oskland County
from the City.

The 2006 taxable valuation of the City of Orchard Lake Village totaled $368,455,750, on which ad valorem
taxes levied consisted of 4.49 mills for the Clty of Orchard Lake Village oparation purposes, 4.08 mills
for debt, .30 mllls for |ibrary, raising §1,654,3668 for operating, $1,503,299 for debt, and $110,527 for
library. These amounts are recogniZed in the respectlve General, Specisl Revenug, Debt Service, and
Enterprize Fund financlal statements as tax revenue.

Assets, Llabillties, and Not Assets or Equity

Cash and Investments

Deposits are carried at cost and consist of cash on hand, checking accounts, certificates of deposit,
savings accounts, and investments in mutual funds. Investmerts are stated at fair value, which is based
an provided market values.

For purposes of the Statement of Cash Flews, the City considered cash deposits and certificates of
deposits with a maturity of three months or less when purchased to be cash eqguivalents.

Interfund Recelvables and Pavables

In gensral, outstanding balances betwsen funmds are reported as "due to/from other funds" oh the balance
sheet. Any residual balances outztanding hetwesn the govarnmental activities and the business-type
activities are reported in the government-wide financial statements az “internmal balances".

Receivables

All trade and property tax recaivables are econsldered fully collectlble by the City. No provisien has
been made in the financial statements for noncollection.

Prepaid_ltems

Certain payments to vendors reflect costs applicable to future years and are recorded as prepaid items In
both government-wide and fund finangial statements.

Restricied Assets

Certain revenues of the enterprise funds require amounts to be set aside for debt serviee principal and
interast, opsratlions and maintenance, and improvements and replacement of the water and sewer system.
These ampunts have been clagsified ag restricted net aszets.



JANZ & KNIGHT, P.L.c., - CERTIFIED PUEBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, WICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED}

Juna 30, 2007

NOTE A - Summary of Signitficant Aceounting Policles {continuen)
Capital Assets

Capital mssets, which include land, buildings, building improvements, vehicles, machinery, equipment and
infrastructure are reported in tha applileable governmental or business-type activities column in the
goverrmant-wlde financial statements. Capital assets are defined by the government as assets with an
initial individual cost of more than $2,500. Such assets are recorded at historical cost or estimated
higtorleal cost i purchiased or gonstructed. Domated capital assets are recorded at estimated fair market
value at tha date of domatlon.

Infrastructure assets are [ong-lived capital assets that normally can be preserved for a significantly
greater number of years than most capital assets. The Gity has elected not to retroactively report
infrastructure assets.

Capltal assets that are being deprecisted are reported net of accumulated depreciation in tha statement
of net assets. Capital assets that are not being depreciated, such as land, are reported separately.

Capital assets are depreciated over thelr astimated useful |ives, Dapreciation expense ig reportad [n the
statemant of activities by allocating the net cost over the estimated useful |ife of the assets.

Depresiation of all exhaustible fixed assets Used by propriety fund types iaz chargad as an expense
ggainst their operstiens, Accumulatad depreciation is reported an proprletary fund type balance sheets.
Dapreciatlon has been provided over the estimated useful lives.

Property, plant and equipment i& depreciated using the straight-)line method ovar the following useful

| fves:

Years
Water and Sewer System 50
Buildings and |mprovemants 10=-50
Vehicles 3-10

Equipment (Follce, Highway,
Office) 3-25
Aoads 20

Coppensated Absences (Slck and Vacatlon Leave)

Sick and vacation pay earmed are recognized in the governmental financial statemants when they are paid.
The long-term portien of compensated absences related to gevarmmental funds is & |iakility recordad In
the Statemant of Nat Assets.

Long-Term Obligations

Long-term debt is recognized as a liabllity of a governmental fund when due, or when resources have been
accumulated in the Debt Service Fund for payment early In the fellowing vear. For other long-term
obligationg, only that portlon expacted to be financed from expendable available financial resourcas is
reported as a fund liability of a governmente| fund. The remalning pertlen of such obligations is
reported In the Statement of Net Assets, Lang-term liabilities expected to be financed from proprletary
fund operations are accounted for in those {funds. For proprietary fund types, bond premiums and
diseounts, as wel! as issuance costs, are deferred and smortized over the lifa of the bonds using the
effective interest method. Bonds payable are reportad net of the applicable bond premium or discount and
net of any deferred charges on bond refundings. [ssuance costs are reported as deferred charges.

Fund Egquity

In the fund financial statements, governmental funds report reservatloms of fund balance for amounts that
gre not avallable for appropriatlenm or are legally restricted by outside parties for use for & specific
purpose. Designations of fund balance present tentative management plans that are subject to change.

Usze of Estimates

The preparation of financia! statements In confarmity with accounting principles generally accepted in
the United States of America reguires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contlngent assets and liabilities at the
date of the tinancial statements and the reported amounts of revenue and expenzes during the perlod.
Actual results could differ from those estimates.
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NOTE B -

NOTE C -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (GONT INUED)

June 30, 2007

Stewardship, Compliance, and Accouniability

Budgetary Infarmation

Annual budgets are adepted on a basls consistent wlth generally accepted accounting principles for the
General and Spegial Revenus Fumds, All apmual approprlations lapse at year end. The City's appropriation
resclution is generally passed during the WMay pregeding the fiseal year in which tha planned expandltures
relate. Subseguent amendmentis are made to avoid unfaverable variances from the original budget. Related
resolutions are made to state the purposs and ameunt of the changes. The City Clerk has the
responsibility to enforce the budget. Unused appropriations do not ¢arry forward to the next year.

The budget document presents information by fumd, funetlon, department and line items. The [egal level
(the lsvel at whiech expenditures may not legally exceed appropriations) of budgetary control adopted by
the board is at the department (activity) level.

The Clty Council must approve budget amendments at the activity level and supplemental appropriations,
which affect total fund expenditures. The Clerk can transfer appropriations between |ina [tems within a
department or activity without governing body approval.

Supplemantal appreprlatlens were necessary during the year, which fncreased total expenditires.

Amounts encumbared for purchase orders, contracts, etg., are not tracked during the year. Budget
appropriations are conaidarad to bs spent onee the goods are delivered or the services rendered,

F.A. 2 of 1868 as amended, provides that a local unit shal!l not incur expenditures in exgess of the
amount appropriated in budget resolutions of the governing hody.

Deposits and Investnents

Michigan Compiled Laws, Section 129,81, authorizes the City to make deposlts and invest in the accounts
of federally insured banks, credit unions, and savings and loan agsociations which have an offlea In
Michlgan. The City [s allowad to Invest In bonds, securities and other direct obligations of the United
States or any agency or instrumental ity of the United States; Unlted States government or federal agency
obligations; repurchase agreements; bankers' acceptance of United States banks; commercial paper rated
within the two highest classifications which mature not more than 270 days after the date of purchase;
obligations of the State of Michigan or it=z political subdivisions which are rated asz investment grade;
and mutual funds composed of investment vehicles which are legal for dlrect Investment by local units of
govarnment In Michigan.

Tha Clty has designated wvarlous banks for the deposlt of City fumds. The treasurer keeps a list of
approved banks. The investment policy adopted by the board in accordance with Public Agt 196 of 1997 has
authorlzed Investment In all of the 5tate statutory authority as llsted above. The City's deposits and
investment policies are in accordance with statutory authority.

During the year the City was invested in 8 fund that was not in accordance with its investment policy; it

was composed of Investments not allowed under statutory authority. At June 20, 2007 the City was in
compl lance with statutory authority and the City's investment polley.
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NOTE C -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS {GONT INUED})

June 30, 2007

Deposits | ntinue

The City's cash and investments are subject to several types of risk, which are examined in more detail
bealow:

Custodlal Credit Risk of Bapk Deposits

Custodial credit risk is the risk that In the event of a bank failure, the Clty's deposits may not be
returned ta 1t. The City does not have a deposit palley for custodial credit rigk. At year end, the
City had $1,884,070 of bank deposits (certificates of deposlt, mutual funds, checking, and savings
accounts) that were uninsured and uneollateralized., The City helieves that due to the dellar amounts
of cagh deposits and the limits of FDIG insurance, [t is impractical to insure all deposits. As a
result, the City evaluates each flnanclal institution with which [t deposits funds and assesses the
level of risk of oach Institution; only those instltutiens with an accoptable estimated risk level are
used as depositories.

Cuztodial Cradlt Risk of Investments

Custodlal credit risk is the risk that, in the event of the failure of the counterparty, ithe Gity will
not be asble to recover the valus of its investmants or collateral secUrities that are in the
passession of an ocutside party. The Glty does not have a policy for custedial credit risk. At year
end, the City had no investment securities that were uninsured and unregistered, with securities held
by the counterparty or by its trust department or agent but not ln the City's name.

[nterest Rate_Risk

Interest rate risk is the rigk that tha value of investments will decrease as a result of a rigse in
interest rates. The City's investment policy deas not restrict investment maturitles, other than
commercial paper which can only be purchased with a Z70-dey maturlty. At year end, the average
maturitiaes of lnvestments are as Tollows:

Waighted Average

|nvestment Fair Value Maturity
Commerclal paper $1,073, 553 &1 days
U.5, Agency securitias 107,130 B3 days

Credit Risk

State law limita irvestments [n commercial paper to the top two ratings issued by nationally
recognlzed statistical rating organizations., The Clty has no investment peligy that would further
limit its investment choices. As of year and, the credit guality ratings of debt securities (othar
than the J.8. government) are as follows:

Investment Fair Value Rating Bating Organization

Money market fund $1,083,106 AAAM &P

Bank investment pools 159,438 A-1/P1 8&F/Moody's

Gommercelal paper 1,073,563 A-T+/P1 B8P /Moady'=

U.8. Agency securities 107,130 A=1+/Fi+ B&F/Fiteh
Concentration a it Aizk

The City requires that no more than 50% of the total investment pertfelle, excluding U.3. Treasury
sacurities and authorized investment pools, be invested Inm a =ingle security type or with a slingle
financial institution. The Gity has mora than 5 percent of its investments in the following:

Commercial Paper - GE Capital 01%
U.5. Agency Securities a%

.
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CITY OF QRCHARD LAKE VILLAGE, MICHIGAN

NOTES TO FINANGIAL STATEMENTS (CONTINUEDR)

June 30, 2007

NOTE D - Capital Assets

Capital asset activity of the primary gevernment for the current year wag az fol lows:

Governmental activities:
Capital assets not being depreciated:
Land
Censtruction in progress - roads

Subtotal

Capital aszets being depracliated:
Bulldings and improvements
Highway equipment
Genaral aqulpment
Police equipment
Vehicles
Roads

Subtotal

less accumulated depreciation for;
Buildings and [mprovements
Highway equipment
Ganaral equipment
Police equipment
Vehicles
Roads

Subtotal
Net capital assets being depreclatad

Net capital assets

Business-type activities:
Capital assets being depreciated:
Sewer system
Water system
Subtotal
Less accumulated depreciation for:
Sewer system
Water system
Subtotal
Nat capltal assets belng depreclated

Nat capltal! assets

-a5-

Beginning Endling
Balance lmereaces  Decreases Balance
$ 6,145 717 & ki § 5,145,717
B 417 8,417
$5145.717 8 B. 417 % $ 5,154,134
792,695 10,694 803,385
61,006 61,908
71,064 8,998 G2,069
75,226 75,2268
313,737 18,750 20,349 313,138
514,085 168 842 682,907
%$1,828,603 % 199,296 & 29,344 5§ 1,998,632
383,751 17,131 400, BBZ
60, 541 780 61,321
4,777 4,956 g, 595 37,730
60,801 §,897 67,798
256,963 34,600 20,348 271,214
25,445 32,035 57 484
$& BoDoAP % 95,499 § 0 20944 § BOS 497
$ 999.411 & 102 787 5 1,130
$ 6045128 5 {41,204 F 0§ 6,256 332
Beginning Ending
Balanee Inereases  Decreases Ba lanoe
814,887,025 % ] $14,827,025
6,500,000 6,500,000
$21,327,025 § & $21, 327,025
3,138,387 296,540 3,434,927
1,875 BA3 130,000 1,505, 833
& 4 514,820 & 426 540 2 $ 4 640 760
$16.812.905 & (426 540) § 516,286, 265
$16,812,805 £.{426,540) & £16.86.265



CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NUTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE D - Capital Assets (corfinued)
Depreciation expense was charged to programs of the primary government as Tal lows:

Governmenta! activities:

Genaral government § 18,970
Public satety 29,656
Public works 47,081
Recreation and culture 790
Total governmental activities #96,499

Business-type activities;
Water and sewar $426, 540

Construction Commitments

The City has active construction prajects at year-end. The projects include paving of roads. At year-end
the City's commitments with contracts are as fol [ows:

Remaining
Spent to Pate  Commitment
Roads B 116,600

NOTE E - Interfund Receivables, Pavable fars

The following are the interfund receivables at June 30, 2007:

JAanz & KNMIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

Aeecelvable Fund Payable Fund Amsunt
Genaral Fund Major Road & 727
Local Road 2,573
Bul lding 12,008
Drug Farfeitura 2,300
Motor Paol 1,591
Water & Sewar 4,438
0LSA _5.240
Total General Fund $30,579
l.ozal Road Fund Major Road 6,429
Debt Sarvies Fund Genaral Fund g2
Library Fund General Fund 21
Motor Pool Fund Major Road 253
Leeal Read 1. 676
Total Motor Fool & 1,988

Total interfund receivable 535,080

Thesa balances resulted from the time lag between the date that (1) interfund goods and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system,
and (3) payments between funds are made.
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NOTE E -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 3G, 2007

Interfund Recaivables

Interfund Transfers

Major Capital Drug
Transfers, (Out) Road Improvement Forfeiture
Transfar [n Genaral Fund Fune Fund Fund Tetal
General Fund % 5 & $ 2,300 & 2,300
Major Reoad Fund 9,550 9,550
Local Apad Fund 65,000 25,000 35,000 125,000
Retiree Healthcare Fund 37,500 37,500
Building Fund 12,7580 12,750
Total & 124,800 $25.000 % 36,000 % 2,300 $1687.100

Transfers from General Fund to Major Road and Local Aoad Funds are to subsidize the future costs of road
improvements,

Transfers from the Major Aoad and Capita!l Improvement Funds are to subsldize the future cosis of road
Improvements.

Tranzfars from the General Fund to the Retiree Healthcare Fund is to establish a new fund for futura
liavilities related to healthears for retireas.

Transfers from the General Fund to the Building Fund were necessary to subsidize the decrease in revanus.

NOTE F - Long-Term Debt

t

Tha Tollowlng Is 2 summary of general long-term debt of the City for the year ended June 30, 2007:

Ganeral Compensated
Obligation _Abgenges =~ Tatal
Balance at July 1, 2006 $2,165,000 % 176,755 52,341,755
Princlpal retlrements {260,000) (260,000)
Imngreage in obligation for compensate absences 22 850 22 350
Balance at June 30, 2007 $1,605,000 $ 199,105 $2 104 105

The following i5 a summary of long-term debt transactions of the City's Enterprize Fund for the year
andad June 30, 2007:
Genaral
Obligatian

—Bonds

Balance at July 1, 2006 $11,281,028
Principal retlremant {1,637,303)

Balance at June 30, 2007 £ 9 643 725

Ganoral Long-Term Debt - Bonds Pavable

On February 12, 1992, general obligation bonds in the amount of %$3,450,000 were sold for the purpose of
acquiring the Nature Sanctuvary property. As noted below there was a defeasance of $2,755,000 of this
debt during 1998.

On April 23, 1998, genera! oblligation bends In the amount of $2,985,000 ware =old for the purpose of
retiring $2,755,000 of the Nature BSanctuary debt detailed above. The advance refunding met the
requiremants of an in-substance debt defeasance and the general obligations were removed from the City's
@eneral Long=Term Debt Account Group.
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CITY QF ORCHARD LAKE VILLAGE, MICHI[GAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, #007

NOTE F = Lopg-Term Debt (eontinuead)
General Long=Term Debt - Bopdz Pavable {continted)

As a result of the advance refumding, tha Clty reduced its tota! debt serviee requirements by $447,742,
which resuited im an economic gain (difference betwsen the present value of ‘the debt serviece paymenis on
tha old and new debt) of $208,788. Schedule of principal and interest payments are as follows:

Due Novsmber 1 Due Mav 1
Year Pripcipal _Intarast Total lnterast
2007 & 205,000 & 43,921 § 338,821 §
2008 335,000 Aa7,284 372,284 37,284
2009 385,000 29,663 414,663 29,663
2010 430, 400 20,808 450,808 20,808
2011 ___ 480,000 10,810 _ 470,810 10,810

5000 $_142 436 32,047,486 & 98,568
The bonds kear interest at a rate of 3.75% to 4.7%.

o nsatad Absences

Accumulated vacation and sick leave that is expected to be liquidated with expendable available financial
resources is reported as an expendlture and a fund liability of the governmental fund that will pay it.
Amounts accumulated that are not expected %o be |lguidated with expendable availlable financial resources
are reported in the general long-term debt account group. No expenditure is reported for thess amounts.

Entarprisa Fund - Bends Pavable
Bonds payable at June 30, 2007 are cemprised of the following individual issues:

Fursuant to an election held Novembar 7, 1989 the electorate of the Clty authorized the issuance of bonds
in an amount not to exceed $9,300,000 for the purpose of defraying part of the cost of acguiring and
ponstructing a sanitary sewage collection and disposal system. Taxgs imposed by the City are not subject
to limitation as to rate or ameunt pursuant to the November 7. 1989 elaction.

On October 17, 1890, bonds in the ameunt of $2,135,000 were sold at publle sale by the County of Qakland
Sawage Disposal - City of Orchard Lake Village System. These bonds are part of the &% 800,000 voter
approved autherlzation. As noted below there was & defeasance of 51,650,000 of this debt during 1999.

On Aprll 12, 1994, sewage disposal bonds in the ameunt of §5,065,000 were sold by the County of Oakland
Sewage Dispesal - City of Orchard Lake Village System., These bonds are part of the $9,300,000 voter
approved authorization, As noted halew there was a defeasance of $3,510,000 of thls dabt during 1999.

On February 14, 1994 the Clty Councll approved the borrowing of up to $5,500,000 additional to complete
the sewer construction project. On April 12, 1994, szewape disposal bonds in the amount of $5,500,000
were aold by the County of Oakland Sewage Disposal - City of Orchard Lake Village System. As noted below
there was a defeasance of $3,045,000 of this debt during 1989.

0n April B, 1993, sewage disposal bonds in ‘the amount of $2,100,000 were sold by the County of Oakland
Seage Disposal - City of Orchard Lake Village System. These bonds are part of the &9, 300,000 voter
approved autherization. As noted below there was a defeasance of $1,280,000 of this debt during 2004,

On September 29, 1999, general obligation bonds in thea amount of $9,770,000 were sold by Oakland County
far the purpess of retiring %5,105,000 of the sewage disposal debt detailed above. The advance refunding
met the requirements of an in-substance debt defeasance and the general obligations wers removed from the
City's General Long-Term Debt Account Group.
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONT INUED)

June 390, 2007

NOTE F = Long=Term Debt (continued)

Enterprise Fund - Bonds Pavable (continued)

As a result of the advance rafunding, the City reduced its total debt service requirements by $503,026,
which resulted in an economic gain (difference between the present value of the debt service payments on
the old and new debt) of 3273,245. Schedule of principal and interest payments are as fol lows:

Due Novembar 1 Due May 1
Yaar Principal Interest Tatal Interast

2008 % 870,000 § 145,886 & 1,015,606 &

2008 900,000 185,441 1,025, 441 125, 441
2009 955,000 103, 841 1,058,841 103,841
2010 1,015,000 B0, 444 1,005, 444 80,444
2011 820,000 55,069 75,068 55,089
2032 865,000 34, 364 899, 364 34,364
2013 465 . 000 12,080 477,080 12,080

55,880,000 % 557 135 $. 6,447 135 & 411,249
The bohds bear Interest at a rate of 3.75% to 4.70%.

During tha year ended June 30, 1992 the Oakland County Drain Commission issued Evergreen - Farmington
Sewage Disposal bonds for permament meter and interceptor rehabllltatlon. The City's allocated share of
these bonds was $31.545. On August 1, 2001 the County refunded thisz debt. Az a result of this the
schaduled payments betwsan tha Clty and County have been modified. Schedule of remaining principal and
interest payments are as fTol [ows;

Due
Due May 1 Nevembiar 1
Year Pripcipal Intersast Total Interest
2007 § 2,803 § 209 % 2,512 % 165
2008 2,880 165 2, 825 114
2009 2,977 113 3,090 54

2010 g.08g 55 3,143

5 B.725 & 33 & .00 & 233

Tha bonds bear interest at a rate of 3.5%.

Fursuant to an election held November &, 1990 the elegtorate of the City authorized the issuanca of bonds
in an amount not to exeeed %6,000,000 for the purpose of defraying part of the cost of acquiring and
construciing a water supply system. Taxes imposed by the Gity are not subject to limitation as to rate
or ameunt pursuant to the November 6, 19890 election.

On April 12, 1984, water =supply bonds in the amount of $3,750,000 were sold by Oakland County. These
bonds are part of the $G,000,000 voter approved autharizatien. As noted below there was a defeasance of
$2,605,000 of this debt during 2003.

On May 1, 2003, general obligation bonds in the amount of 2,770,000 were sold by Oakland Ceunty for the
purpose of reatlring %2,805,000 of the water supply debt detailed above. The advance refunding met the
requirements of an in-substance debt defeasance and the general obligations were removad from the Clty's
General Long-Term Debt Account Group.
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CITY QF ORCHARD LAKE VILLAGE, WICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE F ~ Leng-Term Debt (continued)

Enterprise Fund - Bonds Pavable (continued)

As a result of the advange refunding, the Clty reduced 1ts total debt service reguirements by $366,975,
which resulted Tn an economic gain (difference between the present value of the debt service payments on
the old and new debt) of $313,307. &chedula of principal and interest paymenis are as Tol lows:

Due November 1 e
Yaar Principal Intarast Total Intarest

2007 & 250,000 & 28,351 § 274,351 §

2008 253,000 25,601 280,601 25,601
2009 263,000 22,330 287,350 22,350
2010 275,000 18,508 293,508 18,508
201 280,000 14,029 284,033 14,038
2M2 286,000 9,139 294,139 2,138
2013 210,000 3 937 213,837 3,837

$1.890,000 & 121,095 §1.941,095 § __93.574

Tha bonds bear Interast at a rate of 1.50% to 3.75%.

Om April 8, 1993 water supply bohds in the amount of $2,250,000 were sold by O=kiand County. These honds
are part of the %6,000,000 voter approved authorization. As noted helow there was a defeasance of
$1,350,000 for dabt durlng 2004.

On January 8, 2004, general obhligation bonds in the amount of %2,770,000 were sold by Oakland County for
the purpose of retlring $2,0840,000 of the sewar and water supply debt detailed abave. The advance
refunding met the reguirements of an in-substance debt defeasance and the general obligations were
removed Trom the City's General Long=Term Debt Account Group.

As a result of the advance refunding, the Gity reduced itz total debt serviee requlrements by $275,578.
which resulted in an economic gatn (difference between the present value of the debt service paymentz on
the old and new debt) of $246,061. Schedule of principal and interest payvrents are as fol lows:

Due Nevembar Due_May 1
Yaar Frinclpal Intarest Total Interest
2007 & 310,000 $ 26,861 § 596,361 &
2008 315,000 23 108 338, 106 58,106
20090 305,000 19,563 324,563 18,563
2010 330,000 15,750 345,760 15,750
2011 340,000 11,212 351,212 11,212

2012 __ 325,000 5.687 330,687 _5.898
$1.925.000 § _101.679 32,006,679 § 75,319

The bonds bear interaest at a rate of 2.00% to 3.50%.

The amounts neceszary to amortize tha debt described above Tor years subsequent to June 30, 2007
(axcluding compansated absencas) are as Tol lows:

Ganaral

Year anding Long-Term Dabt Enterprise Fund

_WJune 30. _ _Pringipal Interest  Pripgipal  _Inferest
2008 g 295,000 § 81,2050 & 1,432,660 $ 375,076
20089 335,000 66,047 1,472,977 320,120
2010 385, 000 50,471 1,528,088 260,565
2011 430,000 31,618 1,620,000 195,022
2012 4560, 000 10,810 1,440,000 128,511
2013 1,475,000 65,217
2014 675,000 16,027

$1.905.000 § 241,051 $0.643,726 $1,061,547
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CITY OF OACHARD LAKE VILLAGE, MiCH|GAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE G - Betirement Flans

Daefinad Contributlion Plan:

Effective January 1, 2000, the GCity established a defined contribution pension plan for all new full-
time pollice employees, adminlstered by ICMA. A defined contribution plan provides pension benefits in
return for services rendered, provides an individual account far each partlclpant and specl(fles how
cantributions to the Individual accounts are to be determined instead of specifying the amount of
benafit the individual is to receive. Farticipants become one-hundred perc¢ent vested after seven yeoars
of service. In a defined contrlibytion plan banaflts depend solely on amounts contributed to the plan
plus investment earnings. City contributions are calculated on an employes's base salary at a rate of
12.5%, [n accordance with the terms of negotiated labor contracts. Employesas may maka additleonal
voluntary contributlons te the plan.

In accordance with these reguirements, the City contributed $23,438 during the current year.

Deterred Coppensation Plan:

The Gity offers all City employees a deferred compensatlen plan created in accordance with the Internal
Aevenus Code, Bectlen 457. The assets of the plans were held in trust, (custodial account or annulty
gontract) as described in IRC Section 457(g) for the excluslve benaflt of the participants (employees)
and their beneficlarles. The custodian thereof of the exclusive benefit of the participanta holds the
custodial account for the beneficiaries of the Se¢tiom AB7 plan, and the assets may not be diverted to
any other use. The Admlnistratars are agents of the employer for purpeses of praviding directian to the
custodian of the custodial account from tima to time far the Investment of the funds held in the
account, tranzfer of assets to or from the account and all other matters. In accordance with the
provislons of GABE Statement 32, plan balance and activities are not reflegted in the City's financial
gtatements.

Dafined Benefit Plan:

The Gity is in an agent multiple-employer defined benefit pension plan with the Munlcipal Employees’
Retirement System (MERS). The system provides the followling provisiens: normal retirement, deferred
ret|rament, servies retirement allewance: diszability retirement allowance, nonduty-connested death and
postretirement adjustmeniz to plan members and their bemeficiaries. All Gity full-time employees are
eligible to participate in the svstem. General employess whe retlre after age 55 with 10 years of
gradited service are entitled to a retlrement bemefit, pavable for life, egual to 2.0% of their S-vear
final average compensation (FAC). Police employeess, sppointed officialeg and bullding offlelal are alse
aligible for these retirement beneflts but are equal to 2.6% of their FAC, with a maximum benefit of 80%
af FAC. Vested employees may retire after age 50 and recslve reducsd retlrement benefits. The system also
provides disability benefits to a member who becomes total ly and permanently disabled while employed by
the City and after acquiring 10 or more years of credited service. The service requirement iz waived if
the dizabllity Is from =service connected causes. IT a member or vested former member with 10 or more
years of service dies in a non-duty related death before retirement, a menthly survivor allowance may be
payable. The service requiremeni is waived in a duty related death. The most recent period for which
actuarial data was available was for the fizecal year ended Decambar 31, 2008.

MERS was organized pursuant to 3ection 123 of Act #1586, PFublle Acts of 1851 (MBA 5.333(a). MCLA
46.12(a)), as amendead, State of Michigan. MERS is repgulated under Act No. 427 of the Public Acts of 1934,
sactions of which have been approved by the State Pension Commission. MERS [ssues a publlely available
financial report that includes Tinancial statements and required supplementary information for the
system. That report may be obtained by writing to the MERS at 447 North Canal Street, Lansing, Mlchigan
48917.

The obligation to contribute to and maintain the system for these employees was established by
negotlatlion with the Clty's competitive bargalning unlt or personnel poliey. Tha City is reguired to
contribute at an actuarially determined rate; the current rate was 15.52% of anmnual covered payrell for
appointed offlcials, and 14.17% for bullding official; the general and pelice employees contribute
monthly $2,181 and $4,380, respectively. The e¢lerk, building offlelal and pollece are reguired to
contribute 2.5% of their pay.

Durlng the fiscal vear ended June 30, 2007, the City's annual pension cost of 589,645 was made in
accordance with econtribution requirement detarmined by an actuarial valuation of the plan as of December
31, E2004. The employer contribution rate has been determined based on the entry age normal cost funding
method. The amortizatlon perlod |5 closed for genaral and polles employees; open Tor appointed and
building official,
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NOTE G -

NOTE H =

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (GONTINUED)

June 30, 2007

Ratiremant Plans {(cantinuad)

Defined Benefit Plan (continued)

The employer normal cost is, for each employes, the level| parcentage of payroll centributlon {from entry
aga to retlremant) required to accumulate sufflclent assets at the member's retirement to pay for his
projected benefit. Zignificant actuarial assumptions used include a |eng-term [nvestment yield rate of 8
paercent and annual galary increases of 4.5 percent based on an age-related scale to reflect merit,
longevity, and promotional salary increases. The actuarial wvalue of assets was determined using
technigues that smooth the effects of short-term volatility over a ten year peried. The unfurded
actuarial liability is being amortized as a [evel percentage of payroll over 29 years, with a gradual
reduction to 25 years for apen divisions.

Three Year Trend_ | ] B nt No. 27
Fizcal Annual Penzion  Percentage of Net Pension
Period Ended Cost (APGH APC Contributad Obligation
June 30, 2005 % a4,472 100% 5 =0-
Jume 30, 2006 85,904 100% -0-
June 30, 2007 299, 64h 100% =0-

Required Supplementary Information for GASB_Statepepnt No. 27:

Actuarial UAAL as aof
Actuarial Actuarial value Accryed Liability Umfunded AAL Funded Covered Percentape of
Valuatlan Date of Assets {AAL) (UAAL) Ratio Fayroll Covered Payroll
Degembar 31, (=) (b} (b=a) [a/B) (&) (b-a)/{e)
2004 % 2,582,768 % 3,387,895 & BOS, 107 76.2% % 671,301 119.9%
2005 2,745 692 3,642,374 BO96,6B2 75.4% 704,441 127 .5%
2006 2,975,020 3,809, 231 914, 202 76.5% 732,677 124.9%

Post Employment Benpefits:

The City provides hospitalization insurance coverage for employess (and thelr spouses) who retire under
the Michigan Employess Pet|rement System. To qualify, the employee must retire at or after age 55 and
complete at least ten (10} years of employment with the City.

The coverage for retired employeez who were under the Amerlcan Federatlen of State, County and Municipal
Employeas union contract is as Tollows. Coverage shall be provided until the retired emplayee attalns age
85 or until ha (she) becomes ellglible for Medlcare under the Federal Social Segurity Program, whichever
ogours Tirst. In addition to this, the City will contribute 5200 per employee and per spouse each month
toward the supplemental coverage cost for retired employses who have become ellglble for Medicare. The
Clty's cost of coverage for a retired employes shall be limited to the reguired premium for such retired
employee and their spouse, if any.

The coveraga for retired employees who were under the Police Officers Labor Counsil union contract is as
follows. Coverage shall be provided until the retired employes attalns age 65 or until he (she) becomes
ellgible for Medicara under the Fedaral Seelal Security Program, whichever occurs first. Coverage shall
be provided for the employee's spouse until the spouse attains age 65 or untll the spouse beccmes
aligible for Madlcare under the Faderal Soclal Security Frogram, whichever occours first, but in no case
shall coverage be provided for a period |omger than threm (3) years from the date the employee is
eligible for Medicare. In addition to this, the City will contribute $200 per employes and par spouse
gsach mamth toward the supplemental eeverage cost for retired employeses who have become eligible for
Medicare.

The City's cost of retirse heslth care bensflts is recognized as an expense in the year the
hospitalization insurance coverage applies to. This totaled $19,944 for the vear ended June 30, 2007 and
covered four retired employees,

The Governmental Accounting Standards Board has recentl|y released Statement Number 45, Accounting and
Feporting by Empleyers for Fostemployment Benefits Other Than Pensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree health care, as well as any
"other" postemployment henefits (other than pensions). The new rules will cause the government-wlda
financial statements to recognize the cost of providing retires health care coverage over the working
life of the employes, rather than at the time the health care premlums are pald. The new proncuncement
iz effective for the year ending June 30, 2010.
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NOTE | -

NOTE J -

NOTE K =

NOTE L -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTZ (CONTINUED})

June 30, 2007

Fire Protectlon Agreement

The Qity has an agreement with the Tri-City Fire Department for fire protection., The Tri-City Fire
Department services the City of Sylvan Lake, the City of Keego Harbor and the Gity of Orchard Lake
Village. The govarning bedy of the Tri-=Clty Flre Department is made up of two members from each city.
The fire protection agreement is an annual agresment and can be renewed by the governing bodies of each
of the cities. Any city may withdraw from this agreement as of the last day of the term, or at any time
upon not less than ik momths notice, EBach ¢ity iz obligated to pay to the Tri-Clty Flre Department an
amount equal to one-third of the total approved annual budget of the Tri-City Fire Department. As of June
30, 2007, the Tri-City Fire Department has a Tund surplus wlth assets being accumulated for future
acquisitions. As included in the General Fund statement of expenditures, during the year emded Jume 20,
2007, $214,161 was pald for flre protectlon te the Tri-City Fire Department. Financial statements of the
Tri-City Fire Department are available for review at the fire hall.

Histerical Society Lease Agreement

The City has renewed its lease agreement with the Greater West Bloomfiald Historical Society to lease the
old City Hall facilities for am annual amount of $1,200. The lease automatically renews unless cancelled
by either party.

2 o ag

The City has entered inte a contract with Allied Waste Services for refuse pickup and disposal. The
langth of the comntract is for 36 momths, effective July 1, 2006 and runs through June 30, 2009, Monthly
charges wlll ba based om residentlal unitzs serviced. The monthly charge per rezidential unit for the
flret yoar of the econtract [s $13.22, $13.75 for the =econd year and $14.30 for the third year of the
cantract.

Library Services

The City has a contract with West Bloomfield Township Public Library to provide library services to
residents of the City. Property owners of the City are assessed .3 mill for library services and the City
is required to pay thls amount (.3 mill} to West Bloomfield Township Public Library. The contract covers
the period December 1, through November 30th of each year and is renewed automatically unless canceal lad
by =six months written notice prlor to the end of the current year perlod.

NOTE M - Irugh and Ageney Fund

NOTE N -

The Trust and Agency Fund cash balange is composed of the following accounts at June 30, 2007;

Building bond § 43, 869
Water quality [mprovement 18,338
Tax collection 11,206
Sita plan raview 1,804
Total cash $ 76, 212

Equioment Rentsl

On July 1, 1981, a Motor Pool Fund was established to account for the operation of the City's automotive
and highway use equipment. Equipment with a cost of $252,181 was contrlbuted to the Motor Pool Fund from
the General Fixed Assets. Rent is charged to the General Fund and Mzjor and Leocal Road Funds on a cost
reimbursement basis. For the vear ended June 30, 2007, the Motor Poo! Fund received rental income of
562,100 from the General Fund, $20,088 frem the Local Road Fund and $12,519 from the Major Road Fund.
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NOTE O -

NOTE P -

NOTE @ -

NOTE R -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2007

Cable Joimt Venture

The City participates in an annual programming grant that Comcast Cable provides., The grant money is
paid to West BloomTiald/Tri-Gities Cable Joint Venture Fund, which 1s under the |olnt ownership of four
communities - the Gities of Orchard Lake Village, Keego Harbor, Sylvan Lake and the Township of West
Bloomfleld. The monay In this fund must he used for the support of community cable programming. The fund
ig administered by the West Bloomfield Township accountlng department. No part of this money is reflected
in these financial statements.

Litigation and Contingent Liabilities

The City |s dafemdant in various litigations. The City's attorney and management are of the epinlon that
any potential limkility resubting from thege cases, either can not be determined or should be within the
Insurance coverage of the Gity, therafors, s not reflected in the financial statemants.

Risk Managsment

The City iz exposad to varlous rlsks of loss related to property loss, torts, errors and omissiong,
employee injuries (workers' compensation), as well as medigal baneflts provided to emplayees. The City
has purchased commercial Insurance for health, dental and life claims. The City participates in the
Michigan Municipal Risk Management Authority state pool for ¢laims relating to property loss, torts,
errors and omissions and participates in the Michlgan Municipal League risk pool for claims relating te
workers' compemsatlen. Settled claims relating to the commercial insurance have not excesded the amount
of insurance coverage in any of the past three years.

The Michigan Municipal League risk pool program operates as a commen rlsk-sharing management program for
lazal unlts of govermment in Mlchiganm; member premiums are used to purchase commercial excess insurance
goverage and to pay member claims in excess of deductlble amounts.

The Michigan Munigipal RAisk Management Authorlty state pool program operates as a common risk-sharing

management program; state pool member premiums are aggregated and used to purchase excess Insurance
coverage, some of which Is underwritten by the Authority.

Reserved- Fund Balances

Fund baldnces have been raserved for the followlng purposes:

Genaral OLSA

Lund _Fyund
Tranzsportation § 5,900 8
Nature sanctuary 7.117
Workers compensation Insurance 19,441
Weed Harvesting . _5.ang
§i82.508 $5,000
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

For the Year Ended June 30, 2007

Revenues:
Taxes:
Current lavy - general

Interest and penalty on delinquent taxes .

Collection fees,

Lleenses and parmlts:
General licenses .
Cable T.V.

Lewn fartilizer fees .
Other,

Fadaral sources - grants .

State sources:
Zales iax,
Liquor licenses.
SMART . e e
Criminal justice tralnlng.

Charges for services.
3t. Mary's security.
Green Yision program .
Yiead cutting .

Fines and forfaita:
Fines - 4Bth distriet court.
Parking vialations .
Other.

Interest and rentals:
Interast on inveéstments.
Room rantal.

Qther:
Contributions, G-
Reimburzemants and refunds .
Mizcel laneous.

Total revehuss .

Variance with
Amended Budget

widE=

Qriginal Amended Favorable

Budget Budget Actual (Unfavarabla)

. § 1,656,800 § 1,654,750 % 1,656,431 % 1,881

40,000 56,650 096,670 20

924,000 29,800 90,806 &

% 1,790,800 § 1,851,200 % 1,858,007 3 1,707

1,100 1,375 1,430 55

83,000 43,000 43,635 635
2,000 2,680 2,650

50 100 108 8

& 38,150 ) A7,125 & 47,823 & §9a
3,000 3,000 3,000

175,000 178,000 174,674 (2,326)

3,000 2 425 2,432 7
8,582 3,582 2,562

1,700 1,825 1,847 22

& 143,282 $ 185,832 182,635 & (3,207)

25,134 24,274 (860)

12,000 3,500 3,505 5

500 850 858 5

% 12,500 5 20,484 kS 28,685 § (B43)

40,000 55,250 55,254 4

2,000 2,000 2,078 78

2,500 2,300 2,345 45

& 44,500 ¥ £9,550 % 80,677 § 127

84,000 B7,000 86,451 (568)

200 850 850 {100)

§ 64,200 5 87,950 L 87.281 % (669)
200 7,228 7,225

16,000 2,366 3,274 o08

2,300 2,800 83,234 5,434

$ 18,500 % 12,301 3 18,733 % B, 342

. % 2,154 932 $ 2,276,532 g 2,280,591 % 4,058
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CITY OF GRCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPAR!SON SCHEDULE
GENERAL FUND (CONT |NUED)

Far the Year Ended Jume 20, 2007

Variance with
Amended Budgat

Original Amended Favaorable
Budgat Budget Actual (Unfavorahle)
Expenditures:
General government:
Elections:
Feeg and per diem. . . . . . . . . . . . .. . § 1,500 5 1,350 3 1,349 L 1
Supplies . 2,000 1,200 a99 201
Legal notices. . 1,260 1,100 1,088 i2
5 4,750 % 8,650 3 3,336 L 4
Assessing:
Assassor and assistant | 41,500 47,000 45,840 1,060
Supplies . . R . 3,000 3,500 3,057 443
Data proceszing and perszonal propsrty
agsessing, 4,000 4,000 3,069 231
L3 48,500 & 54,500 & 52,066 8 2,434
Legal fees . 54,400 54,400 A9, 202 5,100
Clerk:
Salaries . . 167,400 164,175 165,114 {539)
Postaga. « . .« . v . 4 0. . - 7.500 8,000 7.618 Bz
Office suppliea and aqulpment. 3,250 3,325 3,161 164
Frinting . . 3,000 4,300 4,224 76
Legal notices, 3,500 4,000 3,008 94
Payrall service fee, 2,000 1,296 704
Mizes | lansdus. . 4,800 3,350 3,280 &0
179,450 § 188,150 $ 188,608 & 541
Audit:
Audit fees . §,200 8,200 6,200
Consultations. . 1,500 1,510 1,510
5 7,700 § 7,710 5 7,710 5
Gity Hall and grounds:
Telephons. 3,750 3,750 2,649 1,101
Utilitias. e 10,500 9,500 8,466 1,044
Custodial and cleaning supplies. 5,600 5,800 5,456 244
Rapalrs and maintenance. 40,500 41,600 24,380 7,220
Adminlstrative . 10,000 8,500 8,808 (109)
5 70,350 i 69,150 i 59,550 3 9,600
Total peneral government . . . . . . . . . § 385,150 $ 378,580 § 360,473 g 18,087
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CITY QF QRCHARD LAKE VILLAGE, MICHIGAN

Expenditures (continued):
Public aafety:

Pelice department:
Zalariez . .
Clerieal
Court expenses .
Follee supplies.
Uniferm allewance.
Equipment rental

Malntenance and repairg - radlos .

Weapons training . .

Offles supplies and L.E.|.N.
Digpateh . . . . . . . .
Criminal Justlee training.
Miacel lansocus and tuition.

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (GONT INUED)

For the Year Ended June 30, 2007

Variance with
Amended Budget

Fire protectlon (Tri-City Fire Department):

Flre protection agresment (Nete 1) .

Total publle safety.

Communlty and economic develapmant:
Plannling Commission:
Plannar Tees .
Clerical wages .
Corridor study .
Supplies and notices .

Environmental cohsultant .

Total community and sconomle
devealopment.

Fublic works:

Public werks departmant:
Salaries and wages .
Equipment rental
Garage supplies.
Uniform allawance.
Miscel laneous.

Erigineering faes .

Orlglnal Amended Favarable
Budget Budget Actual {(Unfavarable)
548,638 545,330 542,780 a,100
a2, 860 33,200 34,298 {1,008)
250 250 250
800 650 511 30
10,000 10, 000 10.000
a4, 200 34,200 34,200
200 150 85 65
4,800 4,750 4,750
9,000 17,000 12,935 4,065
56,750 56,000 54,761 239
3,000 1,779 1,0B5 694
4,000 4,121 3,572 540
§ 703,858 £ 706,980 5 599,077 5 7.9043
214,200 214,200 214,161 a9
.5 918,058 § 921,180 § 913 238 % 7,042
18, 000 20,000 16,004 8,996
3,000 3,000 1,968 1,082
2 500 250 250
. 500 750 5585 195
% 24,000 & 24,000 8 18,777 & g,223
1,500 1,500 1,500
. & 25,500 g 25,500 % 18,777 [ 6,723
091,750 104,600 102,940 1,660
27,800 27,900 27,900
3,500 4,000 4,13 (131)
1,950 1,725 1,706 149
1,250 1,775 1,318 456
& 126,350 % 140,000 $ 137,008 5 2,004
3,500 2,500 1,214 1,286
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CITY OF OACHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (GONT INUED)

For the Year Ended Juna 30, 2007

—_— .

Varlance with
Amended Budget

Original Amended Favorable
Budget Budget Actual (Unfavorable)
Expenditures (gontinuad):
Public works (sontinued):
NPOES compliante . . . o & .+ - - - - o 0 0w 10,000 12,000 11,378 ez
Gresn VIslen program . . . . . . . - . - - . 15,000 7,500 7,229 271
Street llighting. . . . . . . . .+ - - . .4 2,700 2,700 2,683 7
Refuse golteetlon & No HAZ . . . . . . . . . - . 119,500 121,600 121,538 62
Tri-Party Project. . . . . .« .« - - . . . . 1,800 2,640 (840Q)
Total publlc werks . . . . . . . . . . . . § 277,030 § 288,100 $ 284,688 3 a4z
Gulture and recreation = sangtuary . . . . . . . - 12,500 16,500 16,337 163
Othar:
Payroll taxes. . - . - - .« o 0 v e - - oo 87,500 68,000 70,210 (2,810)
INBUTANGE. . & 4 o v v 0 e o et e e £6,000 70,000 66,658 4,342
Hospitalization Insurance. . . . . .« « « « ¢ 220,000 220,000 211,396 8,604
Dental Insurance . . . . . . . 0 0 - - o o . 13,000 14,000 13,088 832
Optical imsUranee. . . . . . . - - « « « + & - - 3,000 4,000 5,790 210
GrOUp INSUrANCE. . . . . . . 4 - e e e e - 15,000 13,000 12,705 205
ABetlrement plan. . . . . « « - - -« . 0 0. 100,000 115,000 115,282 {282}
Contlngency reserve. . . . . - - . . 0 877 92 92
§  A4B5,377 & 504,002 5 AB3,B0D g 10,283
Capital eutlay - @ity Hall and greunds . . . . . . 10,000 5,000 4,950 50
Total expenditures . . . . . . . . . . . . & 2,083,633 % 2,136,932 $ 2,002,272 % 46,680
Excess of revenuez over expenditures . . . & 61,287 137,800 § 188,318 & 50,719
Other financlng sourcea (uses):
Operating transfers in. . . . . . - . - . ... 5,000 2,300 2,300
Operating transfers out . . . . . . . . . .., (103,000} - (187,5600) (124,800) 12,800
Total other financinp sources (uses) . . . § (94,000) $ (187,600) & (122,600) 3 16,100
Exgess of revenuss and other sources
over expendltures and other uses . . . . % (36,703) & & B5,819 5 65,819
Fund balanee = July 1, 2006. . . . . . . . 976, 960 8974, 960 u76, 960
Fund balanes = June 30, 2007 . . . . . . . § 940,257 § 976,960 § 1,042,779 § 65,0812
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Revenues:
State sources = Publlec Act 51.
tnterest on investments.

Tatal revanuas .

Expenditurea:
Splaries and wages .
Routine purchazes.
Purchaged services .
Audit fess .
Equipment rental

Total expendltures .

Exgezz of revenues over

expenditures
Othar flnansing sources (uses).
Tranzfer from General Funmd .
Transfer to Local Aoad Fund.

Total other financing source

Excesg of revenyes and othar
aver expenditures and othe

Fund balange - July 1, 2008.

Furd balance = June 30, 2007 .

GITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

MAJOR ROAD FUND

For tha Year Endad Jume 30, 2007

Variance with
Amended Budgeti

Original Amended Favorable
Budget Budget Actual (Unfaveorable)
. & 81,000 3 82,800 5 82, 804 & 4
1, 500 1,050 1,089 28
. 82,500 S 83,850 & 83,8583 ki 43
17,500 15,000 12,101 2,699
15,000 14,000 10,532 3,468
9,400 8,000 10, 986 (1,968)
600 500 600
15,000 15,000 12,519 2,481
. % 57,500 & 53,600 $ 45,718 § &,882
. & 25,000 5 30,260 3 87,175 § 6,925
8,550 9,550
(25,000) (25,000) (25,000)
5. . . . . .. 5 (B5,000) & (15,450) & (15,450) &
soUrces
ruses . . . . & 5 14,800 3 21,725 3 g,825
2,273 2,273 2,273
T8 2,578  § 17,073 & 23,998

5 6025
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CITY OF CRCHARD LAKE VILLAGE, MIGHIGAN

BUDGETARY COMPARISON SGHEDULE

LOCAL ROAD FUND

For the Year Ended June 30, 2007

Variance with
Amanded Budget

Revenues:
State sources:
Public Ast 51, . . . . . . . . . . ... .. ..%
Metro Authority.
Interest on investmenis.

Total ravenuas . . . . . . . . . . . .. .5

Expenditures:
Salaries and wages .
Reutine purchases,
Purchased services .
Audit fass .
Equipmant rental

Total expenditures ., . . . . . . . . . . . %

Excess of revenuss ovar {under)
expenditures . . . . . . . 0. . .. . §

Othsr fimansing sources:
Tramnsfer from General Fund .
Transfer from Major Aoad Fund.
Transfer from Capital Improvement Fund .

Total other finanging sources, . . . . . . ¥

Excess of revenues and other sources
pver (undar) expenditures, . . . . . . . §

Fund balance - July 1, 2006,

Fund balance - Juns 80, 2007 . . . . . . . %

Orlginal Amended Favarab| e
Budget Budget Actual {Unfavarable)
56,500 & 57,600 g 57,636 36
1,400 6,400 &,428 29
6,500 5,000 5,086 98
&84 400 3 68,000 3 89,161 161
20,000 21,500 20,626 874
16,000 12,000 11,228 772
234,400 247 800 105,822 51,978
600 G0 600
19,000 22 000 20,088 1,912
280,000 £ 303,500 § 248,364 55,636
(225,800) % (234,900) § (179,208) 55,607
&85, 000 72,800 85,000 {7,800)
25,000 25,000 25,000
35,000 35,000 35,000
125,000 3 132,800 $ 125,000 (7.,800)
(100,600) & (102,100) & (54,203) 47,887
176,257 176, 257 176,257
75,657 % 74,157 i 122,054 47 897
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CITY OF ORCHARD LAKE VILLAGE, MiICHIGAM

COMB|NING BALANCE ZHEET
NON=-MAJOR GOVERNMENTAL FUNDS

June 30, 2007

Capltal
Project Total
Special Fund Non-Major
Revenue Pelletier Governmental
Funds FPaving Funds
ASSETS
Cash and cash equivalenis . . . . . . . . . - - - . . . . .. .. .8 285,521 5 3 295,621
Investments . . . . . . . e e e e e e e e e e e e e e 203,452 203,452
Prepaid expenses. . . . . . . . . . . . L Lo ..o 5,000 5,000
Due from other fuhds. . . . . . . . . . . . L L . e e 21 a1
bua frem other govermments. . . . . . . . . . . . . . . . . . . . 134 124
Total assets. . . . . . . . . . ¢ 4 i v i e, - & 504, 128 $ 5 504,128
LIABILITIES AND FUND BALANGCE
Llabllities:
Due to other funda. . . . . . . v . 0 e e e e e - -, . B 21,249 ] % 21,248
Due to other governments. . . . . . . . . . . . .. L. L 22,138 22,138
Total liabilities ., . . . . . . . . . . ..o § 43,367 g § 43,387
Fund balances:
Reserved. . . . . - v - . o e e o e e e 5,000 5,000
Unreserved. . . . . . . . L L L e e e e e e 455,741 455,741
Tetal furd balanges . . . . . . . . . . . o . ... .. 8 460,741 5 § 460,74
Total llabllitles and fund balange. . . . . . . . . . . . % 504,128 5 3 504,128
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

COMB INTNG BALANGE SHEET
NON=-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
JUNE 230, 2007

Drug Capital
Building Forfeiture Library Improvemant
Fund Fund Fund Fund
ABSETS
GCash and cash equlvalents. . . . . . . . . . ... ... & 21,83 % 3,325 § 23,148 § 208,514
Investments. . . . . . . . . ... L L. oL oo 203,452
Prepald expansas .
bua from other fomds . . . . . . L 000 0L Lo L 21
Due from other govermments . . . . . . . . . . . . ... 134
Total msaets . . . . . . . . . .. . ... .. 5 21,831 5 3,325 § 23,303 $ 411,986
LTABILITIES AND FUND BALANCES
Liabil ltles:
Due to other funds . . . . . . . . . . . . . . .., . & 14,008 $ 2,300 £ 5
Due to other agvernments . . . . . . . . . . . . .. 22,138
Total tiabilltles. . . . . . . . . . . . ... & 13,009 & 2,300 § 22,138 &
Fund balances:
Reserved .
Unregerved . . . . . . . . L . L . . o oo e 8,822 1,025 1,165 411, 966
Total fund balances. . . . . . . . . . . ... & B, B22 ] 1,025 § 1,165 & 411,966
Tetal liabilities and fund balangez. . , . . . § 21,831 b 4,325 & 23,303 § 411,966
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Total

Commun |ty Retiree Non-major
Development Healthcare OL5A Special Revenua
Grant Fund Fund Fund Funds

] ] 27,501 1,202 5 295, 521

203,452

5,000 5,000

21

134

5 ¥ 37,501 &, 202 & 504,128

% 5 5,840 ) 21,249

22,138

% § 5,840 § 43,387

5,000 5,000

47,801 (4,728) 458,741

% 8 37,501 282 5 460,74

i § 27,501 §,202 8 504,128




danNz & HMigHT, P.L.c, - CERTIFIED PUuBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN

COMB INING STATEMENT OF REVENUES, EXFENDITURES AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS

For the Yegr Ended June 30, 2007

Aevenues:
Taxez . e -
Licenses antd permits.
Federal zources .
Fines and forfeitures .
Interest.
Othar . .

Total revenues.

Expend| turas:
Public safety .
Public works.
Health and welfare,
Culture and recreation,

Total expanditures.

Exceses of revenues over expenditures,

Other flnancing sources (uses).
Transfer from other funds .
Trangfer to other funds .

Total other financing sources (uses) .

Excesz of revenues and other sources

over (under) expenditures and other uzeg ,

Fund balanca ~ July 1, 2006 .

Fund balance - Junme 30, 2007.

—41-

Capital
Frojact Total

Special Funds Nen=Ma]or

Revenue Pelletier Governmental
Funds Faving Funds

110,671 k3 g 110,671
74,556 74, 558
2,000 2,000
1,622 1,622
23,575 312 23,887
29,782 5,961 35,743
242,206 3 6,273 § 248,479
191,132 131,132
42,112 9,411 1,523
2,000 2,000
110,671 110,671
285,815 § 9,411 & 205,326
(42,709) 5 {3,138} $  (46,847)
50,250 50,250
{37,300) (37,300}
12,950 % 3 12,950
{30,759) % (3,138) 3 (33,897)
491,600 3,138 494,628
480,74 $ 5 460,74
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GITY QF ORCHARD LAKE VILLAGE, MICHIGAN
COMB INING STATEMENT OF REVENUES, EXFENDITURES, AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL, FLUNDS
SPECGIAL AEVENUE FUNDS

For the Year Ended June 30, 2007

Drug Gapital
Bullding Farfeltura Library Improvement
Fund Fund Fund Fund
Aevenues!
TAXES . . . v v v v e e e e e e ... . B 5 [ 110,671 &
Licenges and permits, . . . . . . . . . . .00 74,656
Federal sourges . . D e e e e e s
Fines and forfelturses . . . . . . . . . . . . ., .., 1,622
Interast. . . . . . . . . . L. L L. L ..o, 1,034 13 180 22 3843
Cthar . .
Totalt revenues, . . . . . . . . . v+ .. . & 77,218 g 13 $ 110,821 & 22,5343
Expenditures:
Publle safaty . . . . . . . . . . . 0 0L 0 127,104
Pubilic werks. . . . . v 0 v v v s e e e 466 09
Health and welfare. o e e e s
Culture and recreation. . . . . . . . . . . . . . . . 110,671
Total expsndltures. . _ . . . . . . . . ... § 127,104 3 466 £ 110,671 £ 200
Excezs of revenues over (under) expenditures. & (49,892) § (453) % 150 & 22,043
Other financing sources (Usas):
Transfer from Gemneral Fumd., . . . . . . . . . . . . . 12,750
Transfar teo Gemeral Fund., . . . . . . . . . . . . .. (2,300)
Transfer to Lacal Road Fund . . . . . . . . . . . .. (99,000
Total other fingngcing sources (uses) . . . . § 12,750 5 (2,300) ] % {35,000)
Excess of ravenuss and other sources
over (under) expenditures and other uses, ., § (87,142) & (2,753) & 130 £ (12,957)
Fund balahce - July 1, 2006 . . . . . . . . . . . . .. 45,064 8,778 1,5 424,923
Fund balance - June 30, 2007, . ., . . . . . . . . .. . 8§ 8,822 3 1,025 5 1,168 § 411,866

—d2a



Total

CommuniTy Ratlros Non-major
Daval opment Healthcare OLSA Special Ravenus
@irant Fund Fund Fund Funds

& g & % 110,671
74,556

2,000 2,000

1,622

1 34 23,575

28,782 29,782

% 2,000 % 1 & 29,816 $ 242 206
4, 028 131,132

41,346 42,112

2,000 2,000
110,671

$ 2,000 3 $ 45,974 g 285,915
& § 1 3 (156,558) & (43,709)
37,500 50,250
{2,300}
{35,000}

8 5 37,500 5 b 12,950
& 3 47,501 % (15,558) 5 (30,759)
15,820 491,500

& 5 37.601 b 252 % 460, 741
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December 10, 2007

City Council and Management
City of Orchard Lake Vil lage
3955 Orchard Lake Road
Orchard Lake, Michigan 48323

Dear City Council:

In planning and performing our audit of the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Orchard Lake Village as of and for the year
ended June 30, 2007, in accordance with auditing standards general ly acecepted in the
United States of America, we considered the City of Orchard Lake Village's internal
control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City's interpal

control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis, A significant deficiency
is a control deficiency, or a combination of control deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity's
tnternal contrel. We consider the following deficiencies to be significant deficiencies
in internal control.

A material weakness is a significant deficiency, or a combination of
significant deficiencies, that results in more than a remote likelihood that material
misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our consideration of internal control was for the limited purpose described in
the first paragraph and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internmal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be
detected by such controls. We did not identify any deficiencies which constitute a
material weakness, as defined above. However, we identified the following deficiencies
in internal contral that we consider to be significant deficiencies.
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Public Act 20 of 1943 authorizes local governments ta invest in specific
tawful investment instruments; Public Act 196 of 1997 requires focal governments to adopt
an investment policy. The City does have an investment pelicy that complies with
statutory requirements, but during the vear the City was not in compliance with their
Diversification policy. The policy states that no more than 50% of the total investment
portfolio will be invested in a single security type or with a single financial
institution, with the exception of U.S. Treasury securities and authorized investment
pools. During the year the City had 100% of its investments in one investment type and at
one financial institution, but by year end this was corrected.

Because of the limited office personnel many internal controls are impractical
due to the lack of segregation of duties. |t is our recommendation that the City Council
continuously monitor internal controls and implement as many controls possible to offset
risks regarding collections, disbhursements, and recording of accounting transactions.

Additional ly, we offer the following general comments and recommendations:

Previous Comment:

Due to the implementation of GASB 40 - Deposit and Investment Risk Disclosure,
we recommend that the City's investment policy be updated. GASE 40 addresses issues such
as credit risk, concentration risk, and interest rate risk.

New Comment:

Due to the lack of segregation of duties it is recommended that the City
create a journal entry log to improve internal controls. This log would document
journal entiries posted to the general ledger and it should be reviewed monthly by the
Treasurer,

This communication is intended solely for the information and use of the City
Council and Management, and others within the City, and not intended to be and should not
be used by anyone other than these specified parties.

Very iruly yours,

Mfwjmo

Certified Public Accountanis

JEK/srz



